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ENACTMENT  BY  THE  LEGISLATURE 

The  bill  to  establish  a state-wide  retirement  system  for  teachers  which  was  prepared 
under  the  direction  of  the  Joint  Committee  was  introduced  in  the  Senate  by  Senator  Tomp- 
kins. It  was  there  amended  so  as  to  include  school  employes  other  than  teachers.  This  was 
regarded  as  right  in  principle  and  strengthened  the  support  which  the  measure  received.  It 
passed  the  Senate  in  this  form  by  a vote  of  45  to  5. 

The  Hon.  Wm.  T.  Ramsey  acted  as  sponsor  for  the  bill  in  the  House  and  conducted  the 
campaign  for  it  with  consummate  tact  and  ability.  The  bill  as  originally  drafted  provided  for 
an  approximately  equal  division  of  the  cost  between  the  teachers  and  the  State.  In  the  Ap- 
propriations Committee  of  the  House,  the  suggestion  was  made  that  the  cost  be  divided 
equally  between  employes,  State  and  local  school'districts,  on  the  basis  of  approximately  one- 
third  each.  The  teachers’  representatives,  however,  stated  that  as  they  had  originally  planned 
to  have  the  teachers  share  about  one-half  the  cost  they  were  ready  to  stand  by  this.  The  sug- 
gested amendment  was  accordingly  changed  so  that  the  State’s  share  as  at  first  proposed  was 
divided  between  the  State  and  the  local  school  districts. 


By  further  amendment  the  date  of  operation  of 
the  retirement  system  was  changed  from  July  1,  1918, 
to  July  1,  1919.  This  postponement  will  give  the  Re- 
tirement Board  additional  time  in  which  to  establish 
the  necessary  system  of  records  and  accounts  and  to 
collate  the  actuarial  data  upon  which  the  appropria- 
tion by  the  Legislature  of  1919  shall  be  based. 

With  these  amendments  the  measure  passed  the 
House  by  a vote  of  174  to  17,  was  concurred  in  by 
the  Senate  by  a vote  of  45  to  1.  The  bill  was  duly 
signed  by  Governor  Brumbaugh  who  was,  of  course, 
specially  familiar  with  the  subject  and  had  intimate 
knowledge  of  the  value  of  a retirement  system 
through  his  experience  with  the  local  system  main- 
tained in  Philadelphia  while  he  was  Superintendent 
of  Schools  of  that  City. 

The  State  Teachers’  League  and  the  State  Edu- 
cational Association,  the  two  great  organizations  of 
teachers  which  comprise  in  their  membership  nearly 
all  of  the  42,727  teachers  of  Pennsylvania,  endeavor- 
ed through  their  Joint  Committee,  to  keep  the  mem- 
bers of  the  Legislature  fully  informed  ; and  the  over- 


whelming majorities  were  accorded  the  bill  after  the 
members  of  the  Legislature  had  been  given  every  op- 
portunity to  become  acquainted  with  its  nature  and 
purpose. 

To  this  end  the  legislators  were  furnished  with 
a pamphlet  comprising  a brief  but  clear  analysis  of 
the  contents  of  the  measure,  a statement  of  fact  and 
opinion  in  its  support  and  a complete  actuarial  re-, 
port  giving  in  detail  a careful  estimate  of  the  cost  of 
the  proposed  system  and  the  technical  data  upon 
which  the  assurance  of  its  soundness  was  based. 

The  legislators  were  also  furnished  with  liter- 
ature giving  the  most  recent  results  of  exhaustive 
studies  of  this  problem  and  authoritative  reports  upon 
the  status  of  retirement  systems,  both  in  this  country 
and  abroad.  In  this  literature  there  were  endorse- 
ments of  the  system  proposed  for  Pennsylvania. 

The  bill  was  also  endorsed  by  the  Chamber  of 
Commerce  of  Philadelphia,  Harrisburg  and  other 
cities,  by  representatives  of  the  Carnegie  Foundation 
and  of  the  Bureau  of  Municipal  Research  of  New 
York  City,  and  by  other  competent  authorities. 
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PROVISIONS  OF  THE  LAW 


To  furnish  answers  to  some  of  the  inquiries  that 
are  being  made  concerning  the  details  of  the  system, 
the  following  brief  summary  of  its  essential  features 
is  given.  The  prefatory  statement  should  be  made 
that  the  measure  is  state-wide  and  provides  that  the 
official  school-year  in  the  school  district  where  the 
employe  is  engaged  shall  be  recognized  as  a full  year 
in  computing  yeax-s  of  service.  The  interests  of  the 
schools  of  the  rural  districts,  with  a seven  or  eight 
months  school  year,  therefore,  ai-e  safeguarded  as 
carefully  as  those  of  larger  communities  with  a ten 
months  year. 

I.  MEMBERSHIP  OF  THE  RETIREMENT 
ASSOCIATION 

The  act  establishes  a retirement  system  for  teach- 
ers and  other  employes  of  the  public  school  system  of 
the  Commonwealth  of  Pennsylvania.  The  system  will 
include : 

1.  All  “present  employes”  wTho  are  not  members 
of  existing  local  retirement  systems  maintained 
wholly  or  in  part  from  appi-opriations  or  public 
moneys  and  who  elect  to  become  members  of  the  State 
system  prior  to  July  1,  1919. 

2.  All  “present  employes”  who  are  members  of 
local  systems  and  who  elect  through  a two-tliirds  vote 
of  the  membership  of  the  local  association  with  the 
approval  of  the  local  school  board  to  merge  the  local 
association  with  the  State  system. 

3.  All  “new^  entrants”  (i.  e.,  those  who  enter  the 
service  after  July  1st,  1919)  who  do  not  become  mem- 
bers of  local  retirement  associations. 

II.  HOW  THE  SYSTEM  WILL  BE  MANAGED 

The  management  of  the  system  is  vested  in  a Re- 
tirement Boai-d,  which  is  assisted  by  the  Board  of 
School  Directors  by  whom  the  employes  are  paid. 

1.  The  Retirement  Board  is  to  be  constituted  as 

follows:  (a)  The  State  Superintendent  of  Public  In- 

struction; (b)  The  State  Treasurer;  (c)  One  mem- 
ber appointed  by  the  Governor;  (d)  Three  members  of 
the  Retirement  Association  elected  from  among  their 
number;  (e)  A seventh  member  not  an  employe  of 
the  public  school  nor  an  officer  or  employe  of  the 
State,  to  be  elected  by  the  other  six. 

2.  The  chief  duties  of  the  Retirement  Board  will 
be:  (a)  To  keep  the  system  actuarially  sound;  (b> 
To  invest  and  manage  the  reserve  and  savings  funds 
created  by  the  act;  (c)  To  grant  retirement  allow- 
ances as  provided  by  the  act. 

3.  The  chief  assistance  rendered  by  the  school 
directors  will  consist  in:  (a)  Furnishing  the  Retire- 
ment Board  with  the  information  and  records  as  re- 
quired in  the  act,  and  (b)  Making  the  deductions  from 
salaries  of  employes  certified  by  the  Retirement 
Board. 

III.  HOW  THE  COST  WILL  BE  MAINTAINED 

The  funds  of  the  system  are  to  be  established 
upon  a reserve  basis,  the  cost  being  divided  between 
the  employes,  the  State  and  the  school  district  as  fol- 
low's : 


1.  Contributions  by  the  employes,  (a)  The  em- 
ployes who  become  members  of  the  Retirement  Assoc- 
iation will  be  required  to  pay  a definite  percentage 
of  their  yearly  salary.  This  percentage  will  be  deter- 
mined by  their  sex  and  age  at  the  time  they  begin  to 
make  contributions.  The  rates  will  vary  from  slightly 
more  than  three  per  cent,  to  nearly  seven  per  cent. 

(b)  The  x'ates  of  contribution  will  be  computed 
by  the  use  of  mortality  tables,  interest  tables,  and 
other  actuarial  data.  The  initial  rate  paid  by  the  em- 
ploye will  continue  unchanged  until  retirement  unless 
it  should  be  altered  at  the  times  of  actuarial  revalua- 
tion  which  are  provided  for  in  the  act. 

(c)  The  rate  of  annual  contribution  for  each 
“new  entrant”  must  be  such  that  when  02  years  of 
age  is  attained  the  reserve  accumulated  in  the  indi- 
vidual savings  account  will  be  sufficient  to  purchase 
approximately  one-half  the  retirement  allowance 
which  is  provided  for  the  employe  by  the  terms  of  the 
act.  The  cost  of  that  allowance  is  determined  by  the 
average  final  salary  upon  which  it  is  based  and  upon 
the  length  of  time  the  annuity  will  be  drawn  as  shown 
by  the  mortality  table. 

(d)  The  rate  of  contributions  of  employes  who 
have  “prior  service”  at  the  time  the  act  goes  into  ef- 
fect must  be  such  that  their  accumulated  savings  fund 
will  be  sufficient  to  purchase  one-half  of  the  superan- 
nuation allowance  due  on  account  of  future  service, 
and  the  State  and  school  districts  will  provide  the 
total  retiring  allowance  due  to  the  prior  service. 

(e)  Employes  whose  rates  of  contributions  are 
over  5 per  cent,  have  the  option  of  reducing  the  rate 
to  5 per  cent,  and  receiving  at  retirement  the  propor- 
tionately smaller  annuities  that  their  savings  will  pur- 
chase. 

(f)  Employes’  contributions  are  placed  in  a dis- 
tinct and  separate  fund,  called  the  Annuity  Savings 
Fund.  Each  employe’s  contributions  are  placed  in  his 
or  her  individual  account  and  may  be  withdrawn  if 
the  contributor  leaves  the  service  without  purchasing 
a retirement  allowance. 

2.  Contributions  by  the  State  and  school  dis- 
i tricts.  (a)  The  State  and  the  school  districts  will 

each  pay  one-quarter  of  the  cost  of  the  superannua- 
tion allowance  which  is  dependent  upon  service  rend- 
ered after  the  bill  takes  effect,  and  they  will  each 
pay  one-half  the  cost  of  the  superannuation  allow- 
ance dependent  upon  service  rendered  prior  to  the 
establishment  of  the  retirement  system. 

(b)  The  State  and  school  districts  will  each  pay 
one-half  the  cost  of  that  part  of  the  disability  allow- 
ance which  the  accumulated  deductions  of  the  dis- 
abled employe  do  not  pi’ovide. 

(c)  The  contributions  of  the  State  and  of  the 
school  districts  will  be  made  in  the  following  way : 
Contributions  for  employes  in  service  at  the  establish- 
ment of  the  fund  will  be  provided  for  by  a series  of 
payments  ainoxxnting  annually  to  about  5.6  per  cent, 
of  the  pay  roll  of  those  who  contribute.  This  will 
distribute  the  accumulation  of  “State  Annuity  Reserve 

I Fund  No.  2”  over  about  thirty  years  after  which  time 
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this  contribution  will  be  no  longer  necessary.  In  ad- 
dition there  will  be  provided  a certain  percentage  of 
the  salary  of  each  entrant  into  the  service  after  the 
retirement  system  is  established.  What  that  percen- 
tage shall  be  will  depend  upon  the  age  at  entrance. 
Assuming  an  average  age  at  entrance  of  23  years  for 
the  entire  service,  the  contributions  thus  provided 
would  amount  annually  to  about  2.56  per  cent,  of  the 
salaries  of  men  entrants  and  2.80  per  cent,  of  the 
salaries  of  women  entrants. 

(d)  The  contributions  of  the  school  district  on 
behalf  of  those  of  its  employes  who  become  members 
of  the  Retirement  Association  may  be  made  indirect- 
ly ; the  State  being  authorized  to  deduct  the  amount 
due  the  retirement  system  from  the  total  State 
appropriation  for  schools  due  the  local  district.  The 
school  district,  therefore,  will  not  be  required  to  make 
its  contribution  from  the  money  raised  by  local  school 
taxes. 

(e)  The  State  will  contribute  the  administra- 
tive expenses  of  the  system. 

IV.  THE  CONDITIONS  OF  RETIREMENT 

The  benefits  accruing  to  contributors  to  the  sys- 
tem and  the  age  and  other  conditions  of  retirement 
are  as  follows : 

1.  Superannuation  benefit,  (a)  Age  for  retire- 
ment : A superannuation  allowance  is  granted  upon 

the  application  of  a contributor  who  has  attained  age 
62.  Retirement  is  compulsory  at  age  70. 

(b)  Amount  of  allowance:  The  amount  of  the 

allowance  is  equal  approximately  to  l-80th  of  the 
average  salary  of  the  ten  years  immediately  preceding 
retirement,  multiplied  by  the  number  of  school  years 
the  contributor  has  rendered  service  in  the  State. 

SOUNDNESS  AND  WISI 

A careful  review  of  the  law,  as  given  in  the  above 
analysis  of  its  provisions,  will  show  that  in  its  enact- 
ment the  following  fundamental  requirements  of  an 
adequate  retirement  system  have  been  fully  met. 

1.  The  system  will  be  permanently  solvent.  This 
is  made  certain  by  having  the  rates  of  contributions 
determined  strictly  in  accordance  with  modern  prin- 
ciples of  insurance.  For  this  purpose  competent 
actuarial  service  was  employed  and  provision  was 
made  in  the  law  for  periodical  actuarial  revaluation 
of  assets  and  liabilities  of  the  system  and  any  neces- 
sary readjustment  of  rates. 

2.  The  system  is  scientifically  planned  with  a 
view  to  securing-  maximum  returns  both  to  the  em- 
ploye and  to  the  State  in  accordance  with  what  both 
parties  in  the  common  enterprise  are  willing  and  able 
to  pay.  This  is  assured  by  providing  in  the  system 
natural  incentives  for  the  retention  of  able  and  ex- 
perienced employes  in  the  service  and  the  means 
whereby  those  who  become  disabled  and  superannuat- 
ed may  be  eliminated  without  hardship  or  injustice, 
thus  securing  efficiency  in^the  schools,  dignifying  the 
teaching  profession,  and  promoting  the  cause  of  pub- 
lic education. 

3.  The  system  is  within  reasonable  cost  both  to 
the  school  employes  and  to  the  State.  This  is  assured 
by  placing  the  superannuation  age  at  62,  by  making  a 


Should  the  employe  where  the  rate  exceeds  5 per  cent, 
elect  to  reduce  his  or  her  contributions  to  5 per  cent, 
the  amount  of  the  allowance  provided  by  the  em- 
ploye is  reduced  proportionately.  The  employe  may 
elect  also  to  take  a smaller  allowance  and  provide 
that  it  be  continued  to  dependents.  Provision  is  made 
in  the  act  for  other  options  of  equivalent  actuarial 
value. 

2.  Disability  benefit,  (a)  Conditions  of  retire- 
ment : A disability  allowance  is  granted  to  contri- 

butors who  are  found  by  examination  at  any  time 
after  ten  years  of  service  to  be  physically  or  mentally 
incapacitated  for  duty.  Employes  drawing  disability 
allowances  who  are  under  62  years  of  age  must  sub- 
mit to  periodic  examinations  to  determine  whether  dis- 
abilities have  been  removed.  Those  who  recover  are 
to  re-enter  the  service  or  to  have  their  allowances  re- 
duced. 

(b)  Amount  of  disability  allowance:  The 

amount  of  the  benefit  is  one-ninetieth  of  the  average 
salary  of  the  ten  years  immediately  preceding  retire- 
ment, multiplied  by  the  number  of  years  of  service 
that  the  employe  has  rendered.  The  minimum  allow- 
ance is  30  per  cent,  of  final  salary  except  that  it  must 
not  exceed  eight-ninths  of  the  amount  which  the  em- 
ploye would  have  received  had  he  or  she  remained  in 
service  to  obtain  a superannuation  allowance. 

3.  Refund  benefit.  To  contributors  who  leave 
the  service  without  a retirement  allowance,  or  to  the 
estate  or  contributors  who  die  in  the  service,  full  re- 
turn of  contributions  is  made  with  four  per  cent,  com- 
pound interest.  Contributors  may  elect,  in  lieu  of 
the  refund  benefit,  an  annuity  or  deferred  annuity  of 
the  actuarial  equivalent  of  their  accumulated  contri- 
butions. 

OF  THE  LEGISLATION 

lower  rate  of  annuity  allowance  for  disability  re- 
tirements ocurring  at  an  earlier  age  and  by  eliminat- 
ing the  possibility  of  retirement  merely  upon  service, 
a “luxury  that  neither  the  employe  nor  the  State  is 
willing  or  able  to  afford.” 

4.  The  system  is  on  a contributory  basis.  This 
is  assured  by  the  provision  that  each  employe  who 
enters  the  Association  shall  pay  to  the  system  a cer- 
tain contribution  expressed  as  a percentage  of  his  or 
her  salary.  The  rates  are  determined  by  the  sex  and 
present  age  of  the  employe  and  are  computed  on  an 
actuarial  basis. 

The  employe’s  retiring  allowance  will  be  equal 
to  what  his  or  her  accumulated  contributions  will 
purchase  plus  an  equal  amount  contributed  by  the 
State  and  the  local  school  district.  The  contributions 
of  employes  in  service  at  the  time  the  system  is  adopt- 
ed would  purchase  one-lialf  of  their  retiring  allowance 
for  future  service.  The  contributions  by  the  state 
and  the  school  districts  would  furnish  the  other  half 
of  the  allowance  for  future  service  and  in  addition 
would  provide  the  retiring  allowance  for  the  prior 
service.  School  employes  and  the  State  and  school  dis- 
trict are  thus  equal  partners  in  the  retirement  plan 
except  that  for  those  already  in  the  system  the  State 
and  the  school  districts  assume  a somewhat  larger 
obligation. 
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The  retirement  allowance  at  age  62  and  after  40 
years  of  service  would  be  approximately  half  pay. 

The  retirement  allowance  for  disability  prior  to  62 
years  of  age  depends  on  the  years  of  service  and 
will  always  be  considerably  less  than  the  superannua- 
tion allowance.  Provision  is  also  made  for  a refund 
of  their  accumulated  contributions  for  employes  who 
separate  from  the  service. 

5.  The  system  will  be  co-operatively  and  safely 
managed.  This  is  assured  by  the  constitution  of  the  ' 
Retirement  Board — the  administrative  agenc-v  of  the 
system. 

The  Board  members  are  to  serve  without  pay, 
but  may  employ  necessary  clerical,  actuarial  and  med- 
ical service.  The  State  Treasurer  is  the  custodian  j 
of  the  funds  and  the  system  is  under  the  supervision 
of  the  State  Insurance  Department.  The  school  em- 
ployes are  also  represented  on  the  Board.  The  edu-  j 
cational  and  financial  interests  of  both  the  employes 
and  the  State  are  thus  well  safeguarded. 

6.  Local  interests  are  properly  conserved.  The  J 

bill  in  nowise  conflicts  with  any  local  system.  On  I 
the  contrary,  provision  is  made  whereby  teachers  hav- 
ing retirement  systems  may  elect,  under  carefully 
specified  conditions,  to  join  the  State  fund  in  lieu  of 
their  own.  The  bill,  therefore,  offers  a solution  of  I 
the  problem  for  any  of  the  local  retirement  systems  I 
which  are  not  permanently  solvent,  and  offers,  even 
for  those  that  may  be  financially  sound,  an  alterna-  | 
tive  system  that  may  be  better  designed  to  meet  their 
needs. 

7.  The  system  is  in  accordance  with  modern 
economic  and  social  principles.  It  is  unfortunately 
true  that  the  great  majority  of  the  retirement  sys- 
tems that  have  been  established  in  this  country  are  I 


not  upon  a sound  basis.  Legislation  of  this  kind  has 
been  enacted  without  due  consideration  and  generally 
in  complete  ignorance  of  the  relation  between  bene- 
fits and  costs.  The  apparently  “gefierous”  systems 
are  such  only  at  the  expense  of  solvency.  The  law 
enacted  by  the  Legislature  of  Pennsylvania  has  the 
unusual  distinction  of  being  absolutely  sound  in  its 
provisions  and  of  having  its  cost  predetermined  by 
careful  actuarial  computation. 

The  brief  which  was  published  by  the  Joint  Com- 
mittee on  Retirement  Fund  Legislation  in  support  of 
the  bill  sets  forth  the  actuarial  data  in  detail  and 
gives  a balance  sheet  showing  costs  to  both  the  school 
employes  and  the  state.  It  is  believed  that  the  brief 
shows  conclusively  that  the  law  is  both  wise  and  safe 
and  that  its  enactment  has  met  an  urgent  public  need. 

Conclusion.  The  friends  of  public  education  in 
Pennsylvania  may  confidently  feel  that  the  law  will 
give  this  State  a thoroughly  modern  system,  absolute- 
ly sound  in  its  financial  features,  fully  in  accordance 
with  economic  and  social  principles,  reasonable  in  cost 
and  certain  to  be  effective  in  promoting  the  highest 
interests  of  public  education  in  this  State.  This  view 
of  the  wisdom  of  this  legislation  is  held  not  only  by 
the  educational  associations  through  whose  efforts 
the  enactment  of  the  law  was  secured,  but  also  by 
competent  authorities  on  the  subject. 

Furthermore  it  may  be  stated  that  the  Legislature 
has  not  only  enacted  a practical  measure  that  may 
properly  be  regarded  as  one  of  the  most  carefully  con- 
sidered pieces  of  legislation  ever  devised  in  the  inter- 
ests of  the  public  schools  of  this  Commonwealth,  but 
has  established  a retirement  system  for  school  em- 
ployes that  will  probably  come  to  be  regarded  as  a 
model  for  other  states  throughout  this  Country. 
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